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Livestock, Dairy & Poultry

Cattle Cycle
Unlikely to Turn
Before 2000

The much-anticipated turn in the cattle
cycle—when the nation’s cattle herd will
again begin to expand—appears unlikel
to occur before 2000. The cattle cycle is
caused by the biological time lag in beet
production, coupled with producers’ deci
sions to expand or liquidate their herds
economic forces dictate. During herd
expansion, more heifers (young females
that have never calved) are diverted fron
the feedlot to the breeding herd. This loy
ers cattle slaughter, which raises prices,

their herds.

For the second year in a row, producers
retained fewer numbers of heifers for
summer breeding than indicated in
USDA's January 1 cattle inventory repor
In both years feed or forage conditions
deteriorated, encouraging the marketing
of heifers as feeder animals rather than
retention for breeding.

Producers had indicated on January 1,
1997, that they were retaining 2 percent|
fewer beef heifers than the previous yea
as replacements for the late spring-early
summer breeding season. However, in t
July 1, 1997 inventory report, producers
indicated a reduction of 4 percent in the
number of heifers retained compared wi
a year earlier.

Although feed grain prices were well
below a year earlier in the spring and
summer of 1997, pasture and range
conditions once again were disappointin
and hay prices were at record levels,
reflecting very tight forage supplies and
harsh winter conditions in the northern
states. The Octob&attle on Feedeport
found 21 percent more heifers were on
feed than a year earlier. In addition, heif
slaughter for the first nine months of the
year was at a near-record pace, second
only to the prime herd liquidation years
of the mid-1970’s.

Beef cow slaughter remained near the
high year-earlier level during the first
quarter of 1997, as continued tight foragd
supplies led producers to cull less effi-
cient cows. Since spring, however, beef
cow slaughter has been down about 20
percent from a year earlier and is expeg
ed to decline even further over the next

breeding of larger numbers of heifers,
beef cow numbers—and calf crops—wil
continue to decline at least through 199

. Supplies of feeder cattle outside feedlot
Z&nd available for placements this fall an
in 1998 are already beginning to tighten
supplies on October 1 were down 7 per
hcent from a year earlier, and feedlot pla
ynents in October were down 4 percent
from a year earlier. Feeder cattle suppli

ple of years as the calf crops decline an
as more heifers are retained for the bre
ing herd. Supplies will drop through at

least 1999, and the decrease will halt th
only if more heifers are retained for herg
expansion this fall and bred next summg
"to calve in 1999. Tight feeder cattle sup
plies, combined with reduced cow slaug
ter, will hold beef production down until

after the turn of the century.

The current cattle cycle began in 1991,

point in 1990 of 95.8 million head of cat-
tle and calves, down from the previous
ecycle’s 1982 peak of 115.4 million head.
The current cycle peaked in 1996 at 103.5
million head, the second consecutive cat-
tle cycle to peak at a lower level than the
t-previous cycle. The cattle and calf inven-
tory was down to 101.2 million head in

couple of years. But without retention andl997 and is likely to continue to decline

at least through early 1999.

B.Since the collection of cattle inventory
data began in 1867, each successive cattle
s cycle peaked at a higher level through the
d 1968-79 cycle, when the cattle inventory
—peaked at an all-time record 132 million
head. The decline from this peak began a
ceperiod of adjustments to increase efficien-
cy and remain competitive against the
edncreasingly efficient pork and poultry
-sectors. The cattle sector experienced
dlarge income losses in the mid-1980's as
ek result of providing overfinished cattle,
with more fat than desirable, leading to
eshifts toward a leaner consumer product.
] That trend, however, has likely moved
srtoward an excess emphasis on lean beef,
at odds with the current domestic and
hexport markets, which are placing a pre-
mium on an increasingly tight supply of
high-quality marbled beef.

The current cycle entered the liquidation

the first year of expansion after a low
r

phase in late 1995, which intensified in

To Price Signals

N The Cattle Cycle: Biological Time Lag Precludes Quick Reaction
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The Cattle Cycle: Biology as Destiny?

The cdtle cycle is a 7-to-10-gar peiod encompassing theggansion and subse
guent coniaction of the couny’s beef ctile hed. A new cycle stats when the het
begins expanding gain. Livesto& produces’ ability to expand or conact in
response to mket signals is caumscibed by a biolgyical factor—the length of
time required to poduce ne/ animals br the maket.

The biolggical component of thpoultry cyde is by far the shdest lvestod
cycle, requiing only about 7 months fsm the time angg is fettilized and laid
the dick is old enoughdr breeding and her depring read slaughter wight.
Moreover, chicks retained ér the beeding fock compise ony a miruscule po-
portion of the poduction potential; mosthicks will be sold ér food bebre reah-
ing breeding ge. As a esult of this shdrbiological ¢ycle and the smallatio of
breeding animals to slaughter animagdsultry produces can adjustety rapidly to

market conditions.

The biolmical hog cyde is somevha longer than ér poultry, about 20 months
from the time a se is bred and &rows, a retained gt reades beeding ge, and
her ofspiing read slaughter wight. Unlike poulty, ead glt retained ér breeding
has some impact in stling pok production gins dumng the 12-18 months bake
her irst off'spring ale sold But thd impact is steadjl deceasing with litter size
approading nine pigs and mostws farowing & least twice a gar allowing poik
produces consideable ability to respond to mdet oppotunities.

The biolaical cattle cyde is considegbly longer than either the poujtror hay
cycle. Ffty months can passdm the beeding of a beef eg the bith of her calf
and its gowth to beeding ge; and the bth of thd calf's ofspring, its weaning
time in gazing and adedlot,and fnally, slaughteing.

Given this long biolgical cycle, cétle produces must male decisionsdr future
production nedy 4 yeass aheagdlimiting their aility to adjust quikly to maket
changes. Moeover, eah heifer calf etained ér the beeding hett has an almost
one-to-one bearg on educing beef mduction in the 4 gars it tales br expan
sion,since cavs geneally produce a single &pring anmually. Thus,the cdtle
cycle lasts fom 7 to 10 gass, as decisions on kether to beed moe cdtle or to
slaughter cars and heiérs for beef poduction ae impacted not oglby sud fac
tors as metaand £ed pices and drage conditionsput by the single biths and the

long biolagical component of theycle.

1996 as tpin pices set n@ recods.
Com piices pse to vell over $4 per
bushel in lae-sping to ealy-summer
1996. Conditionsdr cov-calf produces
were eacerbged by a seere diought tha
spread fom the Southwst in lde sping
into the Cental Plainsthe heatr of the
cdtle-raising sectqry mid-summer
Drought shaply reduced tazing
prospects and led to highenhprices,
forcing cdtlemen to cull their hels
severely and etain Bwer stoker cdtle—
those lept for adlitional gazing bebre
being placed indedlots. Reduceaifage
also lavered demanddr stoker cdtle
tha are puchased ér pastue cain.

At the same timgrapidly rising gain
prices educed the leak-eren pice thd

feedlot eavners could p# for cdtle to be
placed onéed The \alue of Eeder cdle
weighing 750 to 800 pounds dieed from
a range of $67-$74 per cwt inrkt-half
1995 to $55-$59 inirfst-half 1996. Egn as
feeder ctle prices plummetedeediot
owners reduced placements sprin
first-half 1996 to under 7.6 million head
down 14 pecent flom a year edier.

The end esult vas a yar of lage losses
for feeder ctile produces, leading to
liquidation of the beef oo hed and da-
matic reduction in heir retention. Cav
slaughter ose fom 6.3 million head in
1995 to 7.3 million in 1996As a esult,
beef poduction pse to 25.5 hillion
poundssecond onf to the 25.7 billion
pounds poduced in 1976when the ctile

inventorly was 132 million head (com
pared with 19965 103.5 million) and the
industy was epetiencing the lagest
liquidation in histog.

Beef poduction in 1997 is mjected to be
down slightly from 1996 leels. Poduc-
tion in 1998 is gpected to ddme about

2 pecent,but dedines in the second half
of the year ae likely to be @en geder if
forage supplies andrgin piices become
more favorable, encougging retention of
cows and he#rs. Although these daen-
ward shifts in beef supplies@nmising
catle and etail beef pices,large and
expanding supplies of competing niea
will limit price inceases.

Ron Gustafson (202) 694-5174 and
Ken Mahews (202) 694-5183
ronaldg@econ.ggov
kmahews@econ.g.gov

December Releases—USDA’s
Agricultural Statistics Board

The following reports are issued
electronically at 3 p.m. (ET) unless
otherwise indicated.

December

1 Crop Progress (after 4 pm)
3 Broiler Hatchery
Egg Products
Poultry Slaughter
4 Dairy Products
5 Cheddar Cheese Prices
(8:30 am)
Broiler Hatchery
Cotton Ginnings (8:30 am)
Crop Production (8:30 am)
Cheddar Cheese Prices
(8:30 am)
Milk Production
Turkey Hatchery
Potato Stocks
Broiler Hatchery
Agricultural Chemicals—
Restricted Use Summary
Cattle on Feed
Chickens & Eggs
Cold Storage
Cheddar Cheese Prices
(8:30 am)
Cotton Ginnings (8:30 am)
Catfish Processing
Broiler Hatchery
Livestock Slaughter
Cheddar Cheese Prices
(8:30 am)
Hogs & Pigs
Peanut Stocks & Processing
Agricultural Prices
Broiler Hatchery
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Specialty Crops

Wood & Paper
Products Lead
Industrial Use of
Ag Materials

The \alue of aricultural products used as
raw maerals in the mauofactue of indus
trial products (nordod, nonfeed) has sur
passed $100 billion. In 199the most
recent yar br which daa ae available,
the value amounted to an estitad $110
billion. All major industy groups used
agriculturally deiived maerials in 1992.

Wood and pger accountedof more than
87 pecent of the totalThe second-lgest
caegory of agricultural maerals used as
industial inputs in 1992—otheifrous
maerials—readed a total alue of nedy
$7 billion. Rav cotton use accountedrf
an estimeed $3.1 billion of this total.
Other cotton prducts,including cotton
yams, fabrics, felt, linters, and waste
added another $3.3 hillion. Indugtalso
used $370 million wrth of raw wool and
wool maerials in 1992.

Animal products,the thid-largest caego-
ry of agricultural maerial used ly indus
try, totaled nedy $3.5 billion.The ledher
and legher poducts industes puchased
$1.2 billion of hidesskins,and pelts,
while the le¢gher poducts and ppael
industies used another $1.5 billion afh{
ished lether Neaty $600 million worth
of animal &ts, oils, greasesand tallav
went into the poduction of perfumes,
cosmeticsand dciemical pepartions.
Manufactuers of medicinal hemicals
and phamaceutical pgpartions pur
chased $51 million of pharaceutical-
grade @ldin. Fnally, $16 million of
dressed hajiincluding hose hairwas
used to mad& biooms and hrshes.

Industy also used $69 billion ofw
maerials thd are patially deived from
agricultural souces—intemedide gpods
both from ayricultural and petwleum
sources. Maerials in this céegory
include, for example “knit fabrics;
which may be made of syntheti@lirics
like polester as will as of n&ural fabrics

An adlitional estiméed $5.5 billion of
raw maerials nav detived from petole-
um souces mg in the futue come fom
agricultural and bresty products.This
estimde ofers reseachers working on
new industial uses ér agricultural mae-
rials a ough indicgéion of potential mar
ket siz for industy inputs.

USDA and other eseathels ae actvely
exploring new processes and pcedues
to expand industial uses of gricultural
maerials. For example a nev tedhnolagy,
not yet emplged commetially, can tun
comstach into popylene gycol, glycer

ine, and etlylene g/col, with uses asar-
ied as sop and pesonal cae pioducts,
and antifeez. Reseathers ae also efin-
ing the use of sdean and othereg-
etable oils in lettepress and lithgraphic
printing inks. For ead newv use however,
agriculturally deiived maerials will have
to compete with mar well-estdlished
petroleum-based counteauts.

The paer and allied prducts indusyr
was the lagest major indusyr user of
agricultural raw maerials in 1992 spend
ing neaty $39 billion on agricultural
inputs and $2.5 billion on interedide

like wool.

Deriving the Value of Agricultural Materials
Used by Industry

In an atempt to poduce a comghensie estimée of industial uses of gricultural
materials, reseathers @ USDA's Economic Reseelr Sevice (ERS) hae focused
on dda from the 1992 Census of Mafactues,one of a sées of suveys conduct
ed by the US. Bureau of the Censug &-year intevals. The Census of
Manufactues uses a nbaial code to eport on mderials used in duction ly
firms in \arious industies.With the help of bemists andleemical enmeers, ERS
anal/sts deeloped a list of merial codes thiaclassify inputs asgticulturally
deiived pattially agriculturally deiived or potentialy deiived from ayriculture.

The agriculturally deiived caegory includes méerals obtained fom ayricultural,
forestw, or naural-plant souces.These meerials have receved \arious amounts of
processingfrom goods with little pocessinglike raw cotton,to finished poducts
used as intenedide goods in the maufactue of other poducts,suc as egetable
oils.

Thepartially agriculturally deiived caegory includes thee types of ntarials or
chemicalsthose thaare patially deiived from agricultural souces,those thaare
agriculturally based bt ae induded ly the Census in arggregated goup contain
ing both ariculturally based and noggculturally based mi@rals, and those tha
can be deved from either gricultural or petoleum souces br which information
on the déawation is not povided ty the CensusThe caegory of méaerials potential
ly derived from ayriculture includes those thiamay in the futue be made ofgxicul-
tural or foresty products,but ale presenty obtained fom petoleum souces.

The use of Census of Mafactues maerial codes as a basisrfestiméing the
value of @ricultural maernals used # industy has some limitégons.When the use
of agricultural maerals in the poduction pocesses of ptacular industies is minor
or not well knawn, or when the alue of @ricultural maerals used is o, the
Census is unligly to cature information eout the use of those inpufss a kesult,
the use of gricultural maerals as industal inputs ma be undegstimaed
Undeestimaes mg also esult fom the withholding of some taby the Census—
for exkample to avoid disdosing information eout indvidual companies.

Use of these da ma also esult in some werestimaion of the \alue of @ricultural
materials used # industry, primarily from doulbe counting For example the \alue
of cotton as an input is counted twiomce as an input into the mdactue of an
intemedide good—yam—and gain as an input (in thefm of yam) in the mao-
factue of fabric.
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Wood and Paper Products Far Surpass the Value of Other
Agricultural Materials Used in Manufacturing

Wood & paper
products
96.3

Animal products
3.5

Other fibrous

materials

7.0
Other agricultural
materials
3.5

Total =110.4

$ billion

Economic Research Service, USDA

goods patially deiived from agricultural
sources.The lumber and wod poducts
industy was secondusing $23 billion of
agriculturally deiived and $0.6 billion of
patially agriculturally detived maerals.
The demicals and allied pducts indus
try ranked as the thi-largest industy
group, spending $5.5 billion onggicul-
turally deiived maerials and $16 billion
on patially deiived intemediae goods.

The impotance of gricultural maerials
as inputs aried among indusies. Non-
food mamifactuing industres spent near
ly $180 billion on griculturally deiived
and patially agriculturally deiived maeri-

o

L

als in 1992neaty 8 pecent of the total
$2.3 tillion spent ly industy on raw
maternal inputs br production.

Agricultural raw maerials were most
important to the lether and lether pod-
ucts industy, accounting ér 38 pecent of
all inputs.Agricultural raw maerals were
also impotant to the pper and allied
products and ppael industies,account
ing for 32 and 31 peent of their inputs,
although or the g@pakel industy, most of
the inputs came ém patially detived
agricultural maerials.

Jacqueline Saldgger (202) 694-5258
jsalsgv@econ.g.gov

published in February 1998.

The staff of Agricultural Outlook extends best
wishes to our readers for the holiday season

and the new year.
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Upcoming Reports—USDA’s
Economic Research Service

The following reports will be issued
electronically on dates and at
times (ET) indicated.

December

2 Agricultural Exports*
12 Cotton & Wool Outlook
(4 pm)**
Feed Outlook (4 pm)**
Oil Crops Outlook (4 pm)**
Rice Outlook (4 pm)**
Wheat Outlook (4 pm)**
Tobacco Yearbook*
Rice Yearbook*
Livestock, Dairy & Poultry
(12 noon)
Sugar & Sweeteners Yearbook*
Europe*
U.S. Agricultural Trade Update
(Bpm)
Agricultural Income &
Finance*

16
17

18
22

23

January

14 Feed Outlook (4 pm)**
Oil Crops Outlook (4 pm)**
Rice Outlook (4 pm)**
Wheat Outlook (4 pm)**
Livestock, Dairy, & Poultry
(12 noon)
21 Agricultural Outlook*
23 U.S. Agricultural Trade Update

(3pm)

*Release of summary, 3 p.m.
**Available electronically only

16

The next issue of Agricultural Outlook will be

&
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